
STOP 



Early Journal Content on JSTOR, Free to Anyone in the World 

This article is one of nearly 500,000 scholarly works digitized and made freely available to everyone in 
the world by JSTOR. 

Known as the Early Journal Content, this set of works include research articles, news, letters, and other 
writings published in more than 200 of the oldest leading academic journals. The works date from the 
mid-seventeenth to the early twentieth centuries. 

We encourage people to read and share the Early Journal Content openly and to tell others that this 
resource exists. People may post this content online or redistribute in any way for non-commercial 
purposes. 

Read more about Early Journal Content at http://about.jstor.org/participate-jstor/individuals/early- 
journal-content . 



JSTOR is a digital library of academic journals, books, and primary source objects. JSTOR helps people 
discover, use, and build upon a wide range of content through a powerful research and teaching 
platform, and preserves this content for future generations. JSTOR is part of ITHAKA, a not-for-profit 
organization that also includes Ithaka S+R and Portico. For more information about JSTOR, please 
contact support@jstor.org. 



119] Reviews 543 

questionnaires from individual reporting agencies were edited or when the tables 
were assembled for printing, but the report furnishes no explanation as to the 
method employed. 

In general it may be said that the report under review should prove to be a 
very useful contribution to the rapidly growing list of official statistical reports 
periodically issued. Other states which do not issue a compendium of informa- 
tion relative to their industries and resources might well follow the example of 
Pennsylvania in this respect. Hardly any other "medium for disseminating in- 
formation the public should have" could prove more effective than a volume of 
this character. 

Roswell F. Phelps 



Wealth and Taxable Capacity, by Sir Josiah Stamp. London: P. S. King & Son, 
Ltd. 1922. 195 pp. 

Sir Josiah Stamp's new book contains the Newmarch Lectures for 1920-21, and 
represents an "attempt to outline some of the elementary principles involved in 
the valuation of national capital and income, and the determination of their dis- 
tribution and their relation to prices, taxation, and public debt." There are six 
chapters, dealing respectively with the National Capital, the National Income, 
the Distribution of Income and Capital, the Limits of Taxable Capacity, the 
Effect of Changing Price Levels upon Profits and Wages, and the Effect of Chang- 
ing Price Levels on the Burden of Public Debt. The book is short and, in the 
words of the author, "suffers from the defects of the lecture form." It is difficult 
reading at points; the author is forced in many places to state conclusions rather 
dogmatically and to forego explanations which would be particularly welcome to 
foreign readers. But the essential questions involved are dealt with in a most 
helpful way, and in many respects the book gains from its brevity. One sees the 
forest better because some of the trees are omitted or sketched in the most im- 
pressionistic way, and the limitations under which the lecturer spoke only serve 
to emphasize his unusual mental vigor and statistical ingenuity. 

It is really an essay in financial arithmetic, rather than a statistical discussion 
of the ordinary kind. Most of the figures are approximations subject to wide 
margins of possible error. The treatment is beset at every hand with technical 
and theoretical difficulties, which can be bridged only by the exercise of great 
ingenuity. Difficult questions of ethics and political psychology are involved. 
Yet these questions must in some way be answered. Our financial leaders must 
have quantitative ideas about the taxable capacity of their own and other coun- 
tries, particularly that of Germany. British leaders, at least, must reach some 
conclusion about the approximate yield of a capital levy, or a levy upon war- 
made wealth. We must somehow form a conclusion about the distribution of the 
national dividend and decide whether the trend of change is encouraging or dis- 
couraging, wholesome or the reverse. Taxpayers and taxgatherers are particu- 
larly concerned at the present time with the effect of changing price levels upon 
profits and the public debt; and the last two lectures are unusually valuable, not 
because they represent a rounded and final treatment of this subject, but because 



544 American Statistical Association [120 

they break a path through a statistical wilderness which somehow must be ex- 
plored and mapped. It is in questions of this kind that Sir Josiah Stamp's versa- 
tility and high-powered mind are most helpful. 

The book is full of useful cautions pointing out the pitfalls that must be avoided 
in dealing with national wealth, national income, and taxable capacity. It is full 
also of important conclusions, such as the finding "that the ordinary person of to- 
day is four times as well off in real commodities as the person in the corresponding 
stage in the scale in the beginning of the nineteenth century" ; or that if all the in- 
comes over £250 per annum were pooled and divided, it would add an amount of 
approximately five shillings a week, or perhaps a little more, to each British 
family. The conclusions relating to the effect of change in price levels upon 
profits are unusually suggestive. _ The author concludes that for short periods 
the fluctuation in profits may be roughly taken at two-thirds to three-fourths of 
the corresponding fluctuations in turnover, as represented by banking and foreign 
trade statistics, which reflect both quantities and prices. In coal mining a 
change in price represented by one point was found to be accompanied, on the 
average, by a change in profits of approximately three points. In the case of 
merchants' profits, however, "the fluctuations in total profits were almost en- 
tirely those due to the amount of sales and the results were unaffected by price 
changes." 

These statistical results are supplemented by a theoretical examination of the 
relation between price changes and profits, from which the following equation is 

deduced: Profit =-T P 2 -hS(Pi,-Pi), in which R is the rate of profit, T the 
K 

turnover, Pi and Pj the two levels of prices, and S the stock. The inference from 
this equation and the general analysis on which it is based would seem to be that 
total profits or losses in any year are equal to the change in price multiplied by 
the average stock carried, plus the normal profit on sales. This conclusion cor- 
responds with American experience that in times of rapid price changes one of the 
most important elements of profits is the increase or decrease in the value of 
stocks on hand. But it is in apparent conflict with the statistical finding regard- 
ing merchants' profits, where the fluctuations were found to vary almost entirely 
with the amount of sales. The author at this point, however, is particularly 
occupied in driving home the useful truth that because of the vital connection be- 
tween stocks, price changes, and profits, it is essential that deflation shall take 
place gradually, so that shrinkage in the value of stocks may represent merely "a 
reduction and not a total cancellation of the ordinary profits." 

Statistical studies of the kind discussed in these lectures are not only helpful, 
they are absolutely necessary to the formulation of any sound financial or politi- 
cal program. But when one considers the estimates which must be made, and 
the psychological or political factors which must be allowed for although they 
cannot be measured statistically, the conclusion is borne in upon the reader that 
they are more practical than scientific. For instance, the computation of na- 
tional wealth is arrived at by capitalizing statistics of income. The latter them- 
selves are faulty and must be corrected in highly important ways. When this 
has been done the appropriate rates of capitalization must be applied. Anyone 
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who is familiar with the essential uncertainty attaching to the proper rates of 
capitalization and the extent to which they vary, not only from industry to in- 
dustry but for particular business units within each industry, must doubt the 
scientific significance of the aggregate. One may — indeed, one must — figure on 
changes in this aggregate for certain purposes; but the reviewer, at least, would 
be much better satisfied if we confined the statistics to measurements of change 
and called the base, or starting point, x. 

The difficulties and, to a certain extent, the unreality of these huge aggregates 
are well illustrated by W. I. King's criticism 1 of Stamp's treatment of interest. 
Stamp suggests that interest upon war debt should be deducted from the national 
income (based upon taxable income) because unless we do this "the bigger the 
debt, the bigger the income." King replies that "the author apparently over- 
looks the fact that the borrower, by obtaining goods when he wishes them, may 
thereby gain an additional service equalling in value the interest that he pays. 
Is it not reasonable to include the value of this additional service in the total of 
the national income?" King classifies the victory over Germany, or the costs 
thereof, along with payments for groceries and theater tickets, as a consumptive 
expenditure. He not only does that but he suggests that the service for which 
we pay interest is a real service which should be included in the national income 
when the interest -payment is made. If, as a people, we borrow for purposes of con- 
sumption today, the interest which our children must pay for our fun really in- 
creases the national income. The greater our extravagance in this generation 
and the deeper in debt we go because of it, the larger the money income of the 
next generation will be. 

It seems absurd: but the absurdity is not Dr. King's or Sir Josiah Stamp's. 
Both are in essential respects right. Waiting is a service; interest is the payment 
for waiting; and our usual economic definition of income includes service. But 
the concept of income which includes this kind of service and excludes the thou- 
sands of services which happen not to be measured in money or the equivalent of 
money is essentially misleading. I should add that Dr. Stamp recognizes the 
logical flaws inherent in the usually accepted definition of national income. 

T. S. Adams 



Statistical Year Book of the Kingdom of Siam. 1921. 

This is a most extraordinary statistical publication and reflects the profound 
influence of British administrative methods on alien forms of government in the 
direction of progress and civilization. The Year Book is published by the De- 
partment of General Statistics, Ministry of Finance, in an English edition dated 
December, 1921. Its main divisions consider: (1) meteorology; (2) population; 
(3) finance; (4) foreign trade and commerce; (5) posts, telegraphs and telephones; 
(6) state railways; (7) education; (8) justice; (9) agriculture; (10) opium; (11) 
mining; (12) prices; (13) cultivated areas under rice; and (14) weights and meas- 
ures. In other words, the Year Book reveals the state of the Siamese nation in all 
its essentials as required for legislative and general purposes. The presentation 

i American Economic Review, Sept., 1922, p. 532. 



